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Abstract

This report presents the findings from the combined process evaluation and market characterization and
assessment (PE/MCA) of the Home Performance with ENERGY STAR® program (HPWES) that occurred
in 2014 and early 2015. This project aimed to assess the program’s activities and progress during 2012-13,
to determine potential strengths and weaknesses of the program’s processes and explore the benefits and
concerns of participating in HPWES, and to characterize current and emerging home improvement markets
in New York State. First, the team used data from the program database to assess program activities
completed during 2012-13. Second, the team identified strengths and weaknesses of the program’s
processes, as well as the benefits and concerns of participation, through surveys with 13 HPWES staff, 52
participating contractors, 570 participating households, and 312 households that had an HPWES home
energy audit but did not further participate in the program. Third, the team used data from these surveys, in
addition to surveys of 129 nonparticipant residential contractors and 770 nonparticipant households, as well
as secondary sources to characterize current and emerging home improvement markets in New York State,

including HPWES target markets and future market potential.
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Appendix A Program Description and Staff Perspectives
Memorandum

This memo includes the program description and results of interviews with program staff and implementers
for the Process Evaluation and Market Characterization Assessment (PE/MCA) of the Home Performance
with ENERGY STAR® (HPWES) Program, conducted for New York State Energy Research and
Development Authority (NYSERDA). This evaluation covers the 2012 and 2013 program years. The
HPWES program is constantly evolving, however, and two key initiatives have changed or will change the
HPWES program in the near future. First, a mid-2014 internal HPWES process review resulted in
substantial changes to the HPWES program, with the goal of clarifying, simplifying, and speeding up the
program process for participants. These program changes are noted in these sections, as applicable. Second,
New York State’s recent establishment of the Clean Energy Fund will likely result in a shift in
NYSERDA'’s program administration activities away from incentive-based resource acquisition programs
to market transformation programs and market-based initiatives to support energy efficiency and renewable
energy in the state.! These proposed changes started following the design of data collection activities for
this evaluation, and are still in development. The introduction and conclusion of the HPWES PE/MCA
report presents insights from this evaluation to inform NYSERDA’s evolving role in the state’s new energy

efficiency landscape.

A.1 Program Description

NYSERDA’s HPWES program has been an integral part of NYSERDA’s energy efficiency program
portfolio since its launch in 2001. The annual number of completed projects steadily increased year over
year, reaching an all-time high of 6,842 projects in 2011. In total, NYSERDA’s HPWES program has
completed nearly 55,000 projects. The program reported savings of more than 34 gigawatt hours (GWhs) of
electricity and 1.8 million British thermal units (MMBtus) between 2001 and 2013.

The HPWES program has several components, including: a market rate HPWES path; an Assisted path for
income-eligible households; access to free or subsidized audits and a financing component, both supported
by Green Jobs Green New York (GJGNY) funding; and an opportunity to address homes with delivered
fuels (oil, wood, propane) using funds from the Regional Greenhouse Gas Initiative (RGGI). The program
delivered more than 48,000 home energy audits since its inception, with nearly 35,000 audits completed

during the evaluated program period, 2012-2013.

1 See “Proceeding on a Motion of the Commission to Consider a Clean Energy Fund” (CASE 14-M-0094)
5/8/2014 and “Reforming the Energy Vision” (CASE 14-M-0094) 4/24/2014, State of New York Public
Service Commission.
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The HPWES program uses building science and a whole-house approach to identify opportunities to
increase the energy efficiency of existing, low-rise residential buildings. The program is designed to reduce
the energy use in New York State’s existing one- to four-family housing stock through heating fuel and
electricity-related savings. The improvements in the building shell and heating systems typically result in
significant cost-effective fuel savings. Energy efficiency improvements through this program include
building shell measures, high-efficiency heating and cooling systems, hot water heaters, ENERGY STAR
appliances and lighting. To encourage customer demand, Energy Efficiency Portfolio Standard (EEPS) and
RGGI funds provide financial incentives to help offset the cost of cost-effective installed measures. In
addition to the cost-effective energy savings offered, HPWES addresses residential health and safety issues
pertaining to indoor air pollutants, focusing on carbon monoxide and other pollutants associated with
combustion appliances, ventilation, and moisture control. This effort also increases the long-term durability

of New York’s housing stock by addressing problems such as ice damming, mold, and mildew.

Assisted Home Performance with ENERGY STAR (AHPWES) is an income-eligible component of the
HPWES program. AHPWES is designed to reduce the energy burden on households whose incomes are
between 60% and 80% of Area Median Income (AMI). Like the market rate HPWES, AHPWES uses
building science and a whole-house approach to energy efficiency, but provides additional financial support
to qualifying homeowners. Unless explicitly defined, the acronym HPWES refers to the program as a

whole, including both assisted and market-rate tracks.

The HPWES program expects contractors to address how the whole house functions and provides
incentives and financing to support installation of a wide array of eligible measures that achieve extensive
and long-lasting natural gas and electric savings. Contractors complete Comprehensive Home Energy
Assessments (CHEAS) — hereafter referred to as ‘audits’ — for all enrolled homeowners by taking an
inventory of the current home conditions, including diagnostic testing of combustion appliances and
blower-door testing for air-infiltration rates, and developing a work scope for proposed improvements,
including a cost and energy savings estimate. The energy audit allows the contractor to recommend holistic

improvements that maximize energy savings in every home.

HPWES relies on Building Performance Institute (BPI) accredited contracting firms to assess and install
these improvements. An aggressive workforce development initiative to strengthen the program delivery
infrastructure complements the program by providing training and accreditation for technicians, as well as

marketing, outreach, and education to spur customer demand.

The following sections provide additional details about program objectives, program funding and

incentives, contractor participation, marketing, and program processes.
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A.1.1 Program Objectives?

The HPWES program operates with the long-term objective of changing the market for residential energy
efficiency by increasing the supply of highly qualified contractors trained in building science methods that
maximize energy savings potential from qualified projects. Program marketing is paired with incentives
and attractive financing to increase demand for services of program-qualified contractors. The HPWES
program’s guidance for contractors describes these program objectives in the following way: “The
objectives of the Program are to enhance the delivery of building performance services and use state-of-the-
art diagnostic tools and building science principles to cost-effectively reduce energy consumption, while

simultaneously addressing health issues.”
The long-term goals for the HPWES Program are to:

1. Create a market-based system of supply and demand that supports the renovation of existing

homes toward greater energy efficiency using a “house-as-a-system” approach.

2. Enhance the capacity of the market to supply “one-stop-shop” services for comprehensive energy

efficiency for existing one- to four-family homes.

3. Improve the quality of residential energy efficiency installations through a whole-house approach

emphasizing the “house-as-a-system” approach and high-quality installation techniques.

4. Develop a network of BPI-certified contractors and accredited contracting firms that market, sell,
and provide comprehensive “house-as-a-system” energy audits and services that focus on
increasing the health, safety, durability, comfort, and energy efficiency of existing one- to four-

family homes.

5. Lessen the burden imposed by energy consumption and other utility-related costs with a

significant emphasis on providing this benefit for low- to moderate-income residents.
6. Create sustainable energy savings and environmental benefits.

The HPWES program also has short-term goals for program participation, including to serve 6,523 electric

customers and 7,337 natural gas customers every year from 2012-2015.3

2 Content for this section and the Program Funding section also appears in the Home Performance with
ENERGY STAR Logic Model Final Report, March 2014. https://www.nyserda.ny.gov/-
/media/Files/Publications/PPSER/Program-Evaluation/2014ContractorReports/2014-PLM-Home-
Performance-Energy-Star.pdf

8 Customers receiving electric services and customers receiving gas services are not additive. From the EEPS
Supplemental Revision to the SBC Operating Plan (2012-2015) filed 12/22/2011 (p 12-28).
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A.1.2 Program Funding

The program budget for HPWES is comprised of funding from a variety of sources: System Benefits
Charge (SBC) Ill, EEPS I, EEPS I, for a total of approximately $223.4 million from 2006 through
December 31, 2015 (Table A-1). Since 1998, New York State’s SBC has funded initiatives targeting
energy efficiency measures, research and development, and the low-income sector. The New York Public
Service Commission first authorized EEPS in 2008, and added natural gas in 2009.

Table A-1. Home Performance with ENERGY STAR Program Budget Allocation
($ millions)

Sources: System Benefits Charge, Operating Plan for New York Energy $mart™ Programs (July 1, 2006-December 31,
2011) As Amended February 28, 2011 (revised April 2011); NYSERDA, New York’s System Benefits Charge Programs
Evaluation and Status Report, Year Ending December 31, 2011, March 2012 (Revised April 2012); Public Service
Commission, Order Modifying Budgets and Targets for Energy Efficiency Portfolio Standard Programs and Providing
Funding for Combined Heat and Power and Workforce Development Initiatives, December 17, 2012.

. EEPS| | EEPS | | EEPSII | EEPSII
Funding Source SBC I Electric Gas Electric Gas Total

Market $40.7 $1.8 $21.7 $17.2 $52.3 $133.7
Assisted $47.9 $0.9 $8.0 $7.8 $25.1 $89.7
Total Program by Funding Source $88.6 $2.7 $29.7 $25.0 $77.4 $223.4

In addition, the HPWES program leverages quarterly allocations from RGGI auctions. In 2013, these
allocations totaled nearly $4.5 million for HPWES and more than $6 million for AHPWES. RGGI funds
help support incentives for delivered fuel efficiency measures and a GIGNY Residential program that
offers customers free or reduced cost energy audits and low-interest financing to fund qualifying measures

and projects, as described below.

A.1.2.1RGGI and GJGNY

RGGI supports HPWES by providing funding for the GIGNY program, which provides free and reduced-
cost audits, as well as a low-interest revolving loan fund for cost-effective scopes of work.* GIGNY is
expected to lead to increased participation in HPWES and utility rebate programs that are delivered through
contractors participating in NYSERDA’s HPWES program. In particular, where utility rebates provide a
greater incentive for the homeowner than NYSERDA’s cash-back incentive, contractors participating in
NYSERDA’s HPWES program can offer the homeowner the utility rebate and the GIGNY low-interest
loan for the balance of the cost. GIGNY is expected to lead to increased participation in AHPWES due to
the inclusion of alternative underwriting criteria. GJIGNY funds also support a variety of activities

performed by a set of selected constituency-based organizations (CBOs). CBOs are contracted by

4 Funded through the Green Jobs - Green New York Act of 2009 (A.8901/S.5888 and chapter amendment
A.9031/S.6032) Laws of New York, 2009.
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NYSERDA to engage in targeted marketing and outreach activities expected to lead to increased uptake of
HPWES, and particularly AHPWES, projects within their communities. These organizations provide
marketing support, direct customers to the program, and sometimes act as liaisons between customer,

program, and contractor.®

In addition to financing, RGGI funding supports HPWES by providing opportunities for customers who
might not be eligible for EEPS incentives. RGGI funding is designed to help reduce greenhouse gas
emissions and thus supports projects among customers that use oil and propane for space and domestic
water heating purposes. The funds will offset part of the cost for consumers to replace inefficient oil and
propane heating equipment and other measures that have a direct impact on reducing oil and propane
consumption (e.g., insulation, air sealing). NYSERDA is also coordinating with Long Island Power
Authority (LIPA), New York Power Authority (NYPA), and municipal electric service providers to offer
these heating efficiency services to their customers. In the event natural gas funds are not available,

NYSERDA may expand the use of RGGI funds to natural gas-fired heating equipment.

A.1.3 Participant Incentives and Financing

HPWES offers subsidized energy audits and incentives for the installation of qualifying energy-efficient
measures (Table A-2). These incentives vary based on household income. Households with incomes
between 60% and 80% of AMI, calculated based on the number of full-time occupants and the median
county income, are eligible for AHPWES, and receive enhanced installation subsidies. All households with

incomes less than 200% of AMI are eligible for a free energy audit.

Table A-2. Participant Audit Subsidy and Installation Incentives

Subsidy Market Rate (>80% AMI) Assisted (60-80% AMI)
Free or reduced cost energy audit | Free for households with incomes under 200% AMI
for most households Partially subsidized for households with incomes 200% to 400% AMI
Measure installation subsidies High Efficiency Measure Incentive | Incentive: up to 50% of costs
and incentives (HEMI): 10% of eligible measure eligible measures, up to $5,000
cost up to $3,000 for single- and $10,000 for 2-4-
family buildings.

The HPWES Program maintains a list of eligible home improvement measures, including pre-qualified
measures and those that require site-specific cost-effectiveness screening. In addition to natural gas and

electric measures, some delivered fuels measures are also incented through RGGI funding. Additional

5 A more complete discussion of the role of Constituency-Based Organizations can be found in a Process
Evaluation and Market Characterization Assessment of the GIGNY Outreach Program, prepared by Research
Into Action and published in March 2014.
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health and safety upgrades do not qualify for incentives, but may be eligible to be financed using one of the

NYSERDA loan products discussed below, as long as the amount does not exceed 15% of the project total.

Through GJGNY, NYSERDA offers two loan products to HPWES participants: The On-Bill Recovery
(OBR) Loan and The Smart Energy Loan. The OBR Loan is paid through the utility bill, and transferred
with the house in the case of sale. It is available for projects completed with most of the major utilities in
New York State where the project is “revenue neutral” (that is, projected monthly energy savings are
greater than or equal to the monthly loan payment). The Smart Energy Loan is a separate loan product and
does not transfer with the house. Both loans offer below-market interest rates (3.49%, as of January 2015),
and qualify homeowners based on a combination of credit score, debt-to-income ratio, mortgage payment
history, bankruptcy, foreclosure, repossession history, and outstanding collections. These eligibility
requirements include two tiers: Tier 1 provides “standard” qualification requirements consistent with
Fannie Mae financing standards for the state, and Tier 2 qualification requirements allow homeowners with
lower credit scores to qualify. Loan qualification criteria have changed several times since their
introduction. Starting in mid-2014, GJGNY loans no longer require a two-year bill payment history, and
Tier 2 qualification requirements are streamlined with a minimum credit score of 540. Financed projects
must be cost-effective overall. NYSERDA also offers a third loan product, the Residential Loan Fund, in

four counties of the state, which is designed for borrowers with lower credit.

A.1.4 Contractor Participation and the Building Performance Institute

HPWES energy audits and energy efficiency upgrades must be installed by participating HPWES
installation contractors. NYSERDA expects participating contractors to complete at least 24 projects or
$100,000 in HPWES work per year (although, in practice, these minimums are flexible), and conducts
QA/QC activities to ensure contractors’ work meets NYSERDA’s standards.” To ensure that HPWES
contractors are fully versed with the program’s whole-house approach to energy efficiency upgrades,
NYSERDA requires that participating contractor firms be accredited with the BPI (GoldStar™ Firms as of
2014).8 As the organization that develops and maintains best practice standards for the whole-house
building science approach, BPI is closely involved in the HPWES program. NYSERDA and BPI have
worked together to develop contractor certification guidelines and manage contractor accreditations for
over a decade. BPI-accredited firms have specialized training in energy audits and efficiency retrofits based
on this whole-house building science approach. Becoming a participating HPWES contractor requires

contracting firms to ensure sufficient staff certification to meet BP1 accreditation requirements, apply to

6 See https://www.nyserda.ny.gov/-/media/Files/EERP/Residential/Programs/Existing-Home-Renovations/res-
loan-info-form.pdf for a complete explanation of loan approval criteria.

7 See Perspectives on Contractors section.
8 BPI replaced accreditation with GoldStar in mid-2014.
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NYSERDA for approval, and sign a program agreement. HPwES-affiliated contractors are eligible for

incentives that help offset the cost of BPI testing.

A.1.4.1Contractor Incentives and Reimbursements

NYSERDA provides technical, financial, and marketing support to participating contractors, and specific

incentives and reimbursements for contractors encouraging a variety of activities desired by the program. A

complete list of contractor incentives is included in Table A-3.

Table A-3. Contractor Incentives and Reimbursements

Name

Description

Rationale

Audit
Reimbursement

Up to $400 ($250 for most single-
family homes)

Offsets the time required to conduct
comprehensive audits necessary to identify
jobs that are more cost-effective for the
customer and more profitable for the
contractor. Encourages contractors to offer
these services and customers to request
them by reducing the cost involved to both
parties

Advanced
Modeling Incentive

5% of the value of eligible
measures installed, up to $500 per
project

Makes it beneficial for contractors to model
the home using program-approved software
and to incorporate the whole house model
into their business successfully

Referral Incentive

2% of the value of eligible
measures installed, up to $500 per
project

Encourages referrals among BPI-certified
contractors with different specialist
certifications

Electric Reduction
Incentive

$75 for ENERGY STAR refrigerator
or freezer, $25 for Room AC or
dehumidifier

Encourages contractors to suggest energy
efficient appliance replacement as part of
the program-qualified scope of work

of eligible equipment cost, up to
$4,000

Cooperative See below. Sliding scale based on Helps contractors promote their services

Advertising advertising type and project volume | while building consumer awareness of
HPWES

Equipment One-time offer for new contractors Offsets the cost of equipment necessary to

Incentive or new-to-region contractors, 20% perform advanced diagnostics

BPI Certification
Reimbursement
Incentive

50% of written and field exam fees
for new certifications

50% of field exam fee for renewals

Encourages contractors to obtain their BPI
certification and to renew existing
certifications

Company BPI
Accreditation

50% of cost for new accreditation,
decreasing by 10% per year from
2014 to 2016 for renewals

Offsets the cost of obtaining and
maintaining BPI accreditation

First Completion

One-time $500

Encourages new contractors to complete

Incentive their first project within three months of
enrolling in the program

First Year One-time $1,500 for completing 24 | Encourages new contractors to embrace

Production projects and at least $180k of work | HPWES by offering an incentive to new

Incentive within first 12 months contractors that meet certain thresholds in

project volume or value
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A.1.5 Program Promotion and Marketing

HPWES program promotion occurs through a mixture of NYSERDA-sponsored activities, the efforts of
program-affiliated contractors, and outreach conducted by CBOs.® NYSERDA creates awareness of the
HPWES Program using direct marketing channels (primarily online), but also through newspaper and radio
outlets. NYSERDA streamlined and shifted the messaging focus of their website and marketing materials
as part of the mid-2014 internal process review. Section 5.1 Program Marketing and Outreach provides an
overview of these changes. CBOs play a minor marketing role compared to the other marketing channels,
but serve the program by delivering program information to harder-to-reach market segments. CBOs also
refer eligible homeowners in specific regions. NYSERDA also supports contractor-initiated marketing
through its cooperative marketing program. Contractors completing at least one HPWES project are eligible
for cooperative marketing funds on a sliding scale. Contractors qualify for $5,000 to $200,000 in co-op
marketing funding per year (Table A-4), depending on the number of projects completed in the previous

calendar year.° The overall budget for this marketing program is $1.5 million.

Table A-4. Annual Co-op Marketing Funding Levels

Number of Contractor Projects

Available Co-op Funds

1-50 $5,000
51-100 $12,500
101-150 $25,000
151-200 $75,000
Over 201 Up to $200,000

The level of cooperative marketing funds available depends on the marketing channel used by the

contractor. The three-tier structure is as follows:

. Tier 1: 60% reimbursement for direct mail, half-page print ads, quarter page newspaper ads, and
magazine and newspaper inserts. This also covers “pay per click” or Facebook advertising and

online banner ads.

. Tier 2: 40% of the costs of broadcast media, radio, vehicle signage/wraps, billboards, sponsorship

signage, collateral materials (such as brochures), lawn signs, and coupon inserts.

9 See the Process Evaluation and Market Characterization Assessment: GIGNY Outreach Program, prepared
by Research Into Action and NMR Group, published in March 2014: https://www.nyserda.ny.gov/-
/media/Files/Publications/PPSER/Program-Evaluation/2014ContractorReports/2014-EMEP-GJGNY -
Outreach.PDF

10 Ifa contractor’s production in the current calendar year exceeds the previous year, the contractor will be
eligible for the co-op marketing incentives based on their current production level.
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. Tier 3: 20% of small print space (less than a quarter page) and referral cards.

To maintain brand consistency, NYSERDA requires that all promotional materials receiving co-op funds:

. Include HPWES and BPI logos.
. Include the name of the contracting company (as listed in the HPWES Partnership Agreement).
. Promote either the HPWES and/or the AHPWES program within the text, graphics, or logos.

A.1.6 Energy Efficiency Upgrade Process

Completing an energy efficiency upgrade through the HPWES program involves a number of key steps.
This section outlines the major processes for participants, contractors, and program staff within each of

these steps, and notes any changes to program processes during or after the 2012-2013 evaluation period.

Recruitment. NYSERDA, contractors, and CBOs conduct marketing and outreach activities to recruit

participants (see section 1.2.2 Program Promotion and Marketing).

Comprehensive Home Energy Assessment. After making the decision to apply for an energy audit,
prospective participants complete and submit a GIGNY audit application and select a contractor from a list
of participating contractors in their area (if they have not already approached or been approached by a
contractor.) The program team reviews and approves the audit application, and the contractor must claim
the reservation number before moving forward with the audit. After scheduling and completing the audit
using one of the program-approved audit software options, the contractor uses this software and an
approved modeling software to generate a comprehensive home audit report for the participant, including
audit results and recommended upgrades. The customer reviews this report (usually with the contractor)

and makes the decision whether or not to proceed with an energy efficiency upgrade.

Change: The mid-2014 internal process review updated the audit application form to promote
online submission, reduce and simplify the application fields, facilitate contractor selection, and

reduce approval time.

Work Scope Development. If the customer elects to complete an upgrade, the contractor works with the
customer to apply for GIGNY financing or Assisted Home Performance incentives (each requires an
application) and develop a scope of work using one of the approved energy modeling software packages.
Once the customer has given their approval, the contractor submits this scope of work (in the form of a
model including costs and measures) to the program team for review and approval or rejection. After the
program team has approved the model, the contractor and customer sign the program contract (which

includes this model), and the customer finalizes any financing documents.
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Change: The mid-2014 internal process review streamlined these processes, making changes
designed to simplify audit and subsidy applications, combine the contract and model to reduce the
number of customer signatures, and facilitate faster model approval. See the Audit and Project

Paperwork and Processing section for further details.

Installation. After the contract is final (including any financing and/or AHPWES subsidies), the contractor
proceeds with installation. Any changes to the scope of work require a customer- and contractor-signed

change order form and the program team’s review and approval.

Test-out. Once the contractor has completed installation, they perform the necessary test-out procedures to
document the house’s efficiency, and submit a signed certificate of completion and other final paperwork to
the program team. After project completion, fifteen percent of projects receive an on-site Quality

Assurance review and the program team disburses the incentives.

A.2 Staff and Implementer Perspectives

The HPWES Program is delivered by internal NYSERDA staff supported by a substantial network of
external program staff housed at Conservation Services Group (CSG), Honeywell, Energy Finance
Solutions (EFS), Energy Savvy, and Brand Cool. The evaluation team interviewed key staff at NYSERDA
and CSG, the organizations primarily responsible for delivering the program to the market. This chapter
describes the findings from interviews with eight NYSERDA HPWES staff members and five

implementation staff members from CSG, which occurred in early 2014,

A.2.1 Summary

Several organizations are involved in delivering HPWES; the coordination between NYSERDA, CSG, BPI,
EFS, Brand Cool, and Honeywell is extensive and effective. NYSERDA requires that participating
contractor firms be accredited (GoldStar Firms as of 2014) with BPI. BPI participating contractors play a
critical role in the outreach, communication, and installation of HPWES projects. NYSERDA staff reported
frequent contact with contractors, and emphasized contractor commitment to the Home Performance
approach. NYSERDA and BPI continue to work together closely to ensure alignment between HPWES and

BPI guidelines.

In interviews, NYSERDA and CSG staff identified project timelines, costs, and funding restrictions as key
challenges they face in managing the program and increasing project volume. Multi-stepped, often manual
processes for submitting projects, eligibility screening, and approval can create delays. Comprehensive or
multi-measure HPWES projects are typically expensive for participants, and incentives that vary by fuel
source, income, and location can complicate contractors’ efforts to explain incentives. Program and

implementation staff members have demonstrated responsiveness in identifying and making changes to
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address these challenges, mentioning several opportunities they had pursued to address these challenges

and expand program uptake, including the sweeping internal process review that occurred in mid-2014.

A.2.2 Staff Roles

NYSERDA and CSG work collaboratively to deliver the HPWES Program (Table A-5). As the program
administrator, NYSERDA oversees all aspects of the program, including managing all implementation
contractors and reviewing and adjusting program guidelines and measure eligibility as needed. Both
NYSERDA and CSG staff members track program metrics, budgets, and incentives to monitor the progress
and financial standing of the program. NYSERDA staff members also provide oversight for program
marketing and resolution of customer concerns. Both QA/QC are managed by the QA/QC team at
NYSERDA, this team also manages QA/QC for NYSERDA’s other residential programs. Honeywell is
primarily responsible for implementing the quality assurance component of the HPWES program. !
Through the QA process, 10% of completed projects are randomly selected for field inspections by
Honeywell.*? QC refers to on-going support of contractors during project scoping and completion, which is

conducted by CSG. QC also includes provision of appropriate program training to participating contractors.

Table A-5. Program Staff Major Responsibilities

Organization Oversight of Program Quality Quality
field staff Marketing Assurance Control
NYSERDA — Lead Contributor Lead
CSG Lead Contributor Contributor Contributor
Honeywell — — Lead Contributor

As the lead implementation contractor, CSG is responsible for day-to-day program operations, including
marketing and delivery of the program, project tracking, and QC. CSG also serves as the first point of

contact for customer concerns and complaints through their call center. To support QC, CSG staff:

. Provide program information and enrollment assistance to interested new contractors and ensure

that they meet program requirements;

. Review applications to ensure that the energy modeling is reasonable and that fields are complete;
and

1 Honeywell declined to be interviewed by the PE/MCA team as part of this evaluation project.

12 All contractors are included in this random selection. New contractors will typically have their first three jobs
field inspected.
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. Work with contractors and customers to resolve any issues identified by Honeywell during QA

inspections.

The CSG staff also assists Honeywell with QA by providing supplemental inspections when required. Both

CSG and Honeywell track the status of projects with documented quality issues.

A.2.3 Perspectives on Program Processes

The following sections summarize staff perspectives on communications across staffing groups; the key
elements of program marketing; the importance of GIGNY audits; the complexities related to tracking
multiple funding sources and program options; and how the program provides financing products to

participants.

A.2.3.1Staff Communication

NYSERDA and CSG staff described frequent communication facilitated by meetings and ongoing
conversations regarding coordination and resolution of specific customer issues. During regular joint
meetings, they discuss delivery of all elements of the HPWES Program. NY SERDA staff noted that
ongoing and frequent internal communication enables the organizations involved to respond to customer

concerns and resolve any quality issues quickly.

A.2.3.2Program Marketing

The staff members described the marketing efforts for the program as “extensive” and emphasized a
cooperative approach for raising program awareness and generating consumer interest. In the following

sections, we describe marketing strategies and the cooperative marketing efforts supported by the program.

Marketing Messages and Strategy

NYSERDA contracts with Brand Cool, a New York State-based marketing agency, for the design and
distribution of marketing materials for the HPWES Program. To ensure brand consistency, NYSERDA staff
provides guidelines and reviews the marketing materials and plans. NYSERDA staff reported that previous
marketing to homeowners primarily promoted the cost-savings potential of using a comprehensive home
performance approach when upgrading the energy efficiency of homes. More recent campaigns have
expanded to promote benefits such as increased comfort, as well as health and environmental benefits.
Current advertising campaigns continue to explore new messages to engage customers. As an example,
staff members cited social comparison messages designed to encourage friendly competition and
conservation. Program advertising also has moved away from printed media and now focuses more on
electronic formats like email. As part of the 2014 process improvements, NYSERDA staff members
revised the HPWES website and marketing to eliminate jargon and minimize the complexity of information,
make the pages easier to navigate. NYSERDA also refined the messaging to focus on program benefits that

resonate with homeowners. Staff members reported that previous program marketing focused on the value
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of BPI and the HPWES brand, but their research showed that these program benefits were not important to
customers. Instead, staff shifted messaging to emphasize homeowner benefits like lowering energy bills

and fixing broken equipment.

Cooperative Marketing

NYSERDA provides participating contractors access to cooperative marketing dollars to promote the
HPWES and AHPWES programs through deployment of a cooperative marketing budget. In collaboration
with Brand Cool, NYSERDA developed the cooperative advertising guide, which provides detailed
guidance for the content and placement of cooperative advertising. CSG supports contractors by providing
logo sheets and assistance, coordinating day-to-day cooperative marketing activities, and working with
contractors to approve their marketing materials and place orders for these materials using a Lockheed

Martin fulfillment site.

In addition to financial support, the cooperative marketing program provides participating contractors
access to marketing webinars, a website widget, and an online portal with tools and information. The

website widget tool allows contractors to easily add information about the program to their own website.

CSG staff indicated that the program is popular among program-affiliated contractors with about half of the
contractors using co-op marketing funds. A CSG contact indicated that 40-50% of the 250 program
contractors have participated in the cooperative marketing program, and these contractors accounted for

about 80% of completed projects in 2013.

CSG staff indicated that contractors most often use cooperative marketing funds for print and online
advertising, and less frequently for broadcast media such as television and radio. Contractors typically mail
print materials to homeowners or distribute them at trade shows. In addition to standard templates and
messages, contractors have the option of presenting innovative or creative advertising approaches to CSG
for approval. CSG staff report that contractors are satisfied with the cooperative marketing offerings, but

would likely prefer a streamlined explanation of the funding guidelines, such as a quick reference guide.

Tracking and Portal Functionality

CSG staff monitors the advertising type, estimate audit, and retrofit production rates associated with the
cooperative advertising conducted by each participating contractor. A recently enhanced contractor web
portal allows contractors the option of linking specific marketing efforts to projects in order to determine
which of their marketing efforts are resulting in the most completed projects. Linking marketing efforts to
projects is an optional component of participation, but CSG staff expects that more contractors will link
their specific marketing activities to leads as they use the portal more frequently and better understand its
functionality. Tangentially, a NYSERDA contact reported recent increases in allocations for online

advertising because contractors are increasingly embracing this outreach channel.
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Regional Variations in Marketing

CSG staff noted that contractors use marketing channels best suited for reaching their targeted market
(Upstate, Downstate, rural or urban markets) while balancing regional cost differences. For example, some
urban-area contractors are deploying online advertising such as “pay-per-click” banner ads because the cost

of paper-based advertising in those areas is cost prohibitive.

A.2.3.3Comprehensive Home Energy Assessments

GJGNY legislation provides funding for audits offered to participants either free of charge or at a reduced
cost. HPWES energy audits (also referred to as energy audits) include air quality and safety inspections;
diagnostic testing of the building envelope and all energy-using systems, including HVAC and hot water
heating systems; and energy modeling to estimate upgrade costs and savings. NYSERDA and CSG staff

members agree that the comprehensive energy audit is a vital first step in the HPWES participation process.

Role of Audits

According to program staff, program-related energy audits serve multiple purposes. From a marketing
perspective, the free and reduced cost audit is an important promotional tool. From a customer education
perspective, audits are used to identify energy-saving opportunities and safety improvements for specific
homes. Further, from a sales perspective, the audit is a customer-contractor engagement process that serves
to build trust while scoping an appropriate upgrade project, addressing financial issues, and making a case
for moving forward with recommended upgrades. In the ideal case, the customer is engaged in the on-site
audit process, observes the contractor’s skills, attributes value to the comprehensive approach, and this
experience combined with the contractor’s BPI accreditation builds the customer’s trust in the contractor.
After conducting the audit, the contractor provides the homeowner with a list of recommended upgrades,
including pricing estimates. Contractors upload the audit results through the HPWES web portal and are

paid for completing the audit.

After the contractor files their audit report, CSG maintains the program’s engagement with audit
participants who have not completed an upgrade project with a program contractor. CSG sends these
customers a reminder that outlines next steps to encourage implementation of recommended upgrades. If a
project appears to have stalled, Brand Cool will develop and send targeted emails to encourage

homeowners to take action and remind them of their opportunities with the program.

According to implementation staff, nationally, a good audit-to-retrofit conversion rate is between 33-35%.
Staff reported that the audit conversion rate of each participating contractor firm varies based on a number
of factors, perhaps most notably homeowner and contractor interest in completing a retrofit through the
HPWES program. Project staff reported that program-wide, approximately 30% to 33% of the audits
currently result in a completed HPWES project. Staff reported that they suspect that contractors with low

conversion rates are completing the GIGNY audit and then completing the upgrades outside of the
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program. Program guidelines state that contractors must try to complete upgrades through the program. In
their contractor support role, CSG staff work with contractors with a conversion rate lower than 10-15% to
improve their conversion rate and bring more projects through the program, or, as a last resort, recommend

their removal from the program.

Audits may have some spillover effects, as the staff hypothesizes that participants not moving forward with
an HPWES project may still use audit information to complete energy saving measures outside of the

program. As part of their impact evaluation of the HPWES program, the impact evaluation team is currently
conducting an audit of subsequent energy efficiency upgrades among GJGNY audit recipients who did not

complete HPWES projects to quantify these impacts.®

At the time of interviews, NYSERDA staff was considering adding a direct install component to the audit
process to capture energy savings from all participating homes, including those not pursuing recommended
upgrades through the program. A direct install component would require contractor installation of a few

energy-saving measures, such as light bulbs, during the audit.

Contractor Role in Audits

The overall purpose of the audit is to promote comprehensive energy efficiency projects in the residential
sector. NYSERDA staff members reported that contractors conducting the audit employ skills taught
during BPI training and use advanced whole-building modeling software tools specified by the program.
Program staff members expressed some concern that contractors are conducting audits with varying levels
of quality and detail based on their expectation of homeowner ability and intention to pursue an upgrade
project. While the incentive limits contractors’ out-0of-pocket audit costs, staff want to make sure that
contractors are conducting audits in a manner consistent with the intent of the program offering: educating
consumers, promoting the whole-building approach, and encouraging comprehensive upgrades or
promoting incentive-eligible measures. Staff reported that they review a portion of the audit reports to
ensure quality and comprehensiveness. At least 10% of audits are reviewed through the QA Administrative

review (see below).

A.2.3.4Audit and Project Paperwork and Processing

NYSERDA and CSG staff members agreed that project-related paperwork and processing have historically
created delays and may even cause contractors to dissuade customers from bringing their projects to the
HPWES program. With the introduction of the free and reduced cost audits, contractors began submitting
their audit reports to NYSERDA and CSG in order to receive the incentives. While allowing for program
monitoring of audit quality, audit reporting processes have, in turn, increased the paperwork and data

collection burden on contractors. A program contact indicated that about half of program paperwork CSG

13 The impact evaluation is in progress. Will update with final citation for the final report.
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receives has at least one error that requires the contractor to revise and resubmit the form(s). Typically,
these involve missing information or savings estimates that to do not align with the recommended
measures. During 2014, program staff began considering new software tools that may help to reduce this
burden by providing faster and more accurate way for contractors to, a) collect and submit the information

collected during the audit and b) to generate a comprehensive energy model.

To further address these concerns, project paperwork processing was a focus of the 2014 internal process
review. HPWES staff reduced the data fields required for the audit application form and changed CSG’s
audit approval processes. These changes resulted in reductions in the time needed from application
submittal to audit approval. Program staff also implemented several changes focused on streamlining the
project approval process, with the ultimate goal of enabling real-time electronic and auto-approvals.
HPWES staff reduced the separation between the project modeling and customer contract paperwork to
reduce the amount of paperwork and ensure consistency and transparency for the participants. Staff
members also are working with contractors to expand their use of the Eligibility Screening Tool (EST) and
“what-if” mode that would help contractors develop project scopes, and thus help the project review and
approval process become more automatic, requiring less direct review and adjustment by CSG staff by
increasing the portion of projects approved at application. These changes were designed to increase the
responsibility of contractors to submit correctly modeled projects (thus reducing CSG’s responsibility to
correct project models), while providing contractors with more training to do so. In the future, a fully
automated system could streamline contractor-homeowner interactions by allowing contractors to

electronically upload a proposed work scope and receive project approval in real time.

A.2.3.5Requirements of Funding Source

In recent years, HPWES has adapted to comply with changes made to eligibility rules and conditions that
occurred with the shift from SBC to EEPS funding. Program staff reported a variety of issues stemming
from the complicated budget and funding landscape that require project activities and expenditures be
linked to specific funding sources, which may have different restrictions. From the perspective of the
program staff, the incentive structure has become increasingly complicated and in recent years required
frequent updates to program materials and changes to consumer messaging. Confusion in the marketplace
and project delays have resulted from a more complex incentive schedule and increased limitations on
measure eligibility based on fuel type, funding stream, and site-specific cost-effectiveness. According to
program staff, the changes in program processes and increasing incentive complexity can diminish
contractor engagement and may have resulted in fewer completed program projects since 2011, when EEPS
Il guidelines began requiring measure-level cost-effectiveness screening. One of the 2014 process
improvements included expanding the list of prequalified upgrade measures; although some measures (such
as windows) still require site-specific cost-effectiveness screening, this change is intended to reduce the

burden on staff, contractors, and customers.
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A.2.3.6 Project Financing

The GIJGNY legislation provided NYSERDA the capital needed to directly fund loans, as opposed to
working with individual lenders to buy down interest rates on qualified loans as had been the case prior to
2011. NYSERDA partnered with EFS and Concord Servicing Corporation to set up systems that enable
NYSERDA to offer HPWES retrofit financing statewide. Staff members report that within 150 days
NYSERDA had developed a loan product and made it available throughout New York State.

Staff agreed that the financing application and approval process for HPWES and AHPWES projects is one
of the most complex elements of the program and navigating the paperwork required for accessing
financing can be a challenge for participants. Contractors and program staff both seek to match the
homeowner with an appropriate financing package (including incentives), guided by the homeowner’s
specific financial situation. Linking customers with financing requires that contractors undertake the
sometimes delicate process of determining which financing, incentives, or other program options (including

low-income services through Empower) will best meet homeowners’ needs.

Upon receipt of required financial documents uploaded via the New York Home Performance Portal, the
program’s loan originator (EFS), reviews loan paperwork. The documents required for completing an
application depends on the type of financing associated with a project. OBR provides a simple repayment
option (since it can be added to a regular utility bill), but has title search requirements because the loan is
associated with the property and can be transferred to a new owner. OBR-funded projects also must meet
the “1/12™ rule, meaning that the cost of loan repayment must be less than the annual savings divided by
12. This requirement is designed to create cash flow-neutral upgrades for partic